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AFM564, Trimester 1 2017 
EXAMINATION QUESTIONS 


Candidates MUST answer any FOUR (4) of the FIVE (5) examination questions in the 
Answer Book provided. All questions are of equal value. 


Question 1 


New accounting and/or auditing regulations are often created in response to corporate 
collapses. Discuss the reasons that drive governmental regulators and/or professional bodies 
to respond to corporate failures in this way. 


Question 2 


Auditors are expected to have a high level of technical competence, a good understanding of 
the client, the client’s industry, and business practices in general. Select three (3) of the 
four (4) competence areas listed in this question and explain how auditors could demonstrate 
to a third party that they possess a high level of skill and knowledge in these competence 
areas. 


Question 3 


The independence of auditors is an important prerequisite for a successful audit engagement. 
Outline at least three (3) specific independence requirements that apply to statutory audits in 
Australia, and explain how each of these requirements supports the creation of high quality 
audit processes and/or reports. 


Question 4 


Earnings management is a frequently occurring problem for auditors. Describe at least three 
(3) signs/risk factors that an auditor may use to identify clients that are more likely to manage 
earnings than normal, and explain what auditors should do (other than to decline the audit 
engagement) if a client exhibits these risk factors. 


Question 5 


Auditors are not required to detect and/or prevent all fraud in a client's accounts when 
conducting a statutory audit. However, the public often blames the auditor if fraud comes to 
light after a statutory audit has been completed. Discuss what auditors, and/or the auditing 
profession as a whole, could do to address this issue. 
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